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Person to Contact:

Dear Sir or Madam:

We have considered your application for recognition of exemption from Federal
income tax under section 501(¢)(3) of the Internal Revenue Code.

You were incorporated on || i~ the state of [} According to
vour Articles of incorporation. your purposes are to prepare and distribute

educational materials relating to computers: coaduct research;
toster the sharing of computer information: assist users of the - family
of computer languages and related produ-ts in the use of such: encourage

cooperation among users: foster channels of communication between users and
vendors.

Your newsletters provide information on H and.. ... Your
membership directory is a list of users. so that members can locate people

and facilitate the exchange of information hetween fello. users. It also lists
corporate members with a listing of their products and services.

In your letter of you explain that all manufacturers have a
qtype system and that calls theirs - and the vour organization was
established to provide an educational and support mechanism to individuals and

organizations interested in the operating systems technologiea. You advise

that thias operating system runs on many different computers from many different
companies.

n an effort to deny that you are not promoting an- product. you advise that
h have an agreement to pool technology to produce hardware
and software from which all companies would benefit. This consortium wili
be called the ani will consist of ‘s operating
system with s intertface. ou empnasize that the operating system is

available for and runs on ccmputers from multiple manutfacturers. not only
hardware.




You state that although you use the tradmark [JJ in your name. you are not
asgociated with

Your newsletter states that your miasion is to provide an environment where
usera can exchange information and ideas to maximize their investment in
systems. It refers to delivering input from cuatcmers to . It atate
that ‘s customers have nne of every kind of system. and they want the

to be the glue to tie them together. In your letter of

you state that the group is moving to the *environment described
on other manuf- ~turers. except

abovr: as a consortium. There is no infeormation

as a report on marget share.

We had requested that you supply sample agendas for your meeting. but yvou astated
they were unavailable. Originally, you supplied ju.* one showing
representatives. Your brochure states that an advantage of membership is
Limonthly meetings offering presentaticns from support personnel.q
software vendors and users. Three agendas sunmitted subsequently showed talks
.n [ by other persons. not-personnel.

Tour *neualetter atates that the organization has affiliated with
B - :nother organization of users of [JJJ information systems. This will give

members access to the process for submission to requirements to [JJJ concerning
products. services and strategies.

Saction 501lic) of the Code describes certain organizations exempt from Federal
income tax under section 501(a) and reads. in part. as follows:

(3 Corperations.* fund, or foundation. organized and operated
exclusively for religious. charitable. scientific. **x literary. or
aqucational purposes. or to foster national or international amateur
sports competition (but only if no part of its activities involve the
provision of athletic facilities or equipment). or for the prevention of
~ruelty to children or animala. no part of the net earnings which inures to
rhe benefit of any private shareholder or individual. no substantial part
of the activities of which is carrying on propaganda. or otherwise
attempting. to influence legislation (except as ctherwise provided in
subsection (h)). and which does not participate in. or intervene in

i including the publishing or distributing of statements). any political
~ampaign on behalf of any candidate for publiic office.”



_.-s-

Cection 1.501(c)(3)-1 of the regulations providesa. in part. as follows:

"(dY¥(1)(i1) An ore=nizatisn is not organized or operated exclusively for one or
more of the mirposes specified in subdivision (i) of this subparagreph unless it
serves a public rather than a private interest. Thus. to meet the requirement
of this subdivision. it is necessary for an organization to establish that it ias
n ot organized or operated for the benefit of private interests such as
designated individuals. <he creator or his family. shareholders of the
organization. or persons coutrolled. directly or indirectly. by sucl. private
interests.”

Revenue Ruline 74-116. 1974-1 C.B.1%7 deacribes an organization whose membership
i3 limited to oreanizaticns that own. rent. or use a specific type of computer
and whose activities are desiened to xeep members informed of current scientific
and technical data of stecial interest-to them as users of the computer. and
states that the arganization s not exempt under section 501(c)(3) of the Code.

rRevenue Ruline 74-147. 1§74-1 J.5. 136 describes an crganization whose members
represent diversified businesses that own. rent. or lease digital computers
rroducts by various manufacturers, organization to improve the effic‘ency of its

members” use of computers. quaiifics for exemption under code section 501(c)(6)
nt the Code.

{m the basis of the information supplied. we have concluded that you are not
operated exclusively for cne or more purposes as specified in section 501(c)(3)
nf the Code. Although there is an educational aspect to your organization. the
primary purpose is tc supply a service to the users of aystem.
Although you are not legally supported by with a contract or agreement. your
furpose is to provide information and service to only one operating system. like
the organization in Revenue Ruling 74-116. Although your membership is open to
all. only perscons with the- syatem would have reason to Join.

Yo are not like the organization in Revenue Ruling 74-147. which provides
information on all types of products by various manufacturera. Although this
creganization was exempt under saction 501(c)(6) of the Code ravher than
531(c¢)(3), we use this to illustrate the type of operation required to preclude
rrivate penefit.



Tne fact that vour product is compatibie with the equipment of many

manufactur does not change the fact that you are promoting a product. You are.
promcting ‘s ] orerating system. The fact that has entered into a
consortium to further it3 marketind does not change the fact that the
nreanization is promoting ne type of operating syatem. You state all
manufacturers have a type system. but you are not providing educational
inforgation orfffj} s or ‘s or any other manufacturers’s system.
rmlvrﬁa. Trhe fact thal is wiliing to_ljcense other manufacturers to use
aerves te tursner condirm that it is an “rademarked and licensed

prodact . ang rot oa eeadaet of other manutacturers. as you claim.

Aceordingiy. it is neid that you are not entitled to exemption from Federal
income tax as an oreganization descrived in section 501(2¥(3) of the Code. and
you are required v file rederal income tax returns on Form 1120.

TT soa )y AT aeres W1Lh tnese Concliusions. you mav. within 3C davs from the
nave I this i=tier. file in duplicate a brief of the facts. law. and argument
that -~learly sets forth your rosition. 1f vou desire an oral discussion ~f :he
issnue. please indicate tria n our protest. The encliosed Publication 897 g.ves
instrwsnions for riiing a o test.

If vs ao not fils a protest wity *h.o office within &0 dayvs of the date of this
repnct or letter. this proposed ietermination will become final.

if you 4% no protest this proposed determination in a timely manner. it will be
~onsidered by the internal Revenue “nde as a failure to exhaust available )
adm.nistrative remedies. Jdection 74eu. ..z of the Internal Revenue Code

provides in tart tnat. A declaratory judgment or decree under this section

3nal. not e issuea in any proceeding unlese the Tax Court. the Court of Claims,
or tne district court of the United States for the District of Columbia
determines that the organization involved has exhausted administrative remedies
available to it within the Internal Revenue Service.”

if +his aetermination letter becomes a final determination. we will notify the
approvriate State Gfficiais. as required by asecticon Ai04(c) of the Code. that
Lazed o6 tne information we have, wWe are unaple 1O recognizée vou as an
organization of the wyre described in Code secticn H01(cio:.





